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On behalf of the Hawaii Health Systems Corporation (HHSC) Corporate Board of

Directors, thank you for the opportunity to present testimony in strong support of
Senate Bill 1117, SD2, Making an Emergency Appropriation to the Hawaii Health

Systems Corporation.

BACKGROUND:

This year has been very challenging year for HHSC (and all other healthcare systems in
Hawaii) financially. HHSC began fiscal year 2015 with only 30 days cash on hand with
approximately 65 days in accounts payable, which is a very precarious liquidity position
for any business.

During fiscal year 2015, HHSC has been forced to absorb approximately $48 million in
unfunded collective bargaining raises which were negotiated by the Administration on
HHSC'’s behalf. The cumulative total costs of these raises are approximately $60
million, and the total general fund appropriations provided for these raises was only $12
million, as shown in the chart below.
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Hawaii Health Systems Corporation
Cumulative Value of Collective Bargaining Raises Compared to Funding
Fiscal Year 2015
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Anticipating that the State would have insufficient funds to fully fund the system, HHSC
began a rigorous budgeting exercise for fiscal year 2015 which began in February 2014
and is continuing to be refined and reevaluated even now. The first draft of HHSC’s
fiscal year 2015 resulted in a $48 million cash flow deficit, which was roughly equal to
the amount of underfunding for the collective bargaining pay raises. Throughout the
Legislative Session and summer, HHSC management worked to find savings to reduce
the deficit, and through approximately $9 million in updated operating results and other
federal reimbursement changes and $17 million in contingency plan cuts (including
service closures and reductions in force), management had managed to reduce the
cash flow deficit to approximately $22 million.

ACTIONS TAKEN:

To deal with this deficit, HHSC began implementing its contingency plans, including a
first round of reduction-in-force actions that resulted in the elimination of 109 vacant
positions and 33 filled positions, the closure of Maui Memorial’s adolescent psych unit,
hiring freezes, and aggressive pursuit of attrition savings. In January 2015, HHSC
reforecasted its fiscal year 2015 budget, and identified that it was able to save
approximately $5 million more than what was originally projected in its contingency
plans, primarily due to attrition savings being greater than expected, clinical
documentation improvement initiatives that increased revenues, and savings from not
filling budgeted positions. On top of that, HHSC went through an intense negotiation
with a significant commercial payor, which is expected to yield an additional $2 million in
increased revenues during fiscal year 2015. These two items reduced HHSC’s
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projected deficit from $22 million to $15 million. Accordingly, HHSC is revising the
amount of its emergency appropriation request for fiscal year 2015 to $15 million.

CONCLUSION

In summary, HHSC strongly supports this bill to provide much needed emergency
appropriation funds to ensure that HHSC’s facilities can continue to provide
quality healthcare to the vulnerable population they serve.

The consequence of not receiving this emergency appropriation is that two of HHSC’s
twelve facilities will run out of funds to pay payroll and accounts payable before the end
of fiscal year 2015, and several other facilities will be placed in an extremely perilous
liquidity position to end the fiscal year.

Thank you for the opportunity to testify before this committee.



HAWAII GOVERNMENT EMPLOYEES ASSOCIATION
AFSCME Local 152, AFL-CIO

RANDY PERREIRA, Executive Director « Tel: 808.543.0011 « Fax: 808.528.0922

AFSCME
LOCAL 152, AFL-CIO

The Twenty-Eighth Legislature, State of Hawaii
House of Representatives
Committee on Finance

Testimony by
Hawaii Government Employees Association
April 1, 2015

S.B. 1117, S.D. 2 - MAKING AN
EMERGENCY APPROPRIATION TO THE
HAWAII HELATH SYSTEMS CORPORATION

The Hawaii Government Employees Association, AFSCME Local 152, AFL-CIO
conceptually supports and would like to provide comments on S.B. 1117, S.D. 2, which
makes an emergency appropriation of $15 million to the Hawaii Health Systems
Corporation (HHSC).

While we strongly support a stable system and the delivery of efficient statewide health
care, we respectfully request transparency for the requested appropriation amount.
Given HHSC’s current financial situation, any appropriation -- whether it is for $21
million in the original bill, $24 million as contained in the S.D. 1 version or $15 million in
the S.D. 2 version -- should be supported with more detailed information, including
regional distribution breakdowns and specific collective bargaining costs.

Thank you for the opportunity to testify on S.B. 1117, S.D. 2.

Respectfully submitted,

dy Perrei
%’/Ean y Perreira

xecutive Director
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